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URGENT DEFICIENCY APPROPRIATION BILL, 1922. 



MONDAY, AtTGRUST 15, 19S1. 

United States Senate, 
Committee on Appbopbiations, 

Waahingtony D. C. 

The committee met at 3.80 o'clock p. m., Senator Francis E. Warren presid- 
ing. 

Present: Senators Warren (chairman), Smoot, Jones of Washington, Curtis,' 
Hale, Overman, and Jones of New Mexico. 

UNITED STATES SHIPPING BOARD. 

STATEMENTS OF MB. ALBEBT D. LASKEB, OHAIBMAlir UNITED 
STATES SHIPPING BOABD ANB PBESIBENT OP THE EMEBOENC7 
FLEET COBPOBATION; MB. ELMEB SCHLESINGEB, GENEBAL 
COUNSEL OF THE UNITED STATES SHIPPING BOABD AND VICE 
PBESIDENT OF THE EMEBOENCY FLEET COBPOBATION; MB. 
ALONZO TWEEDALE, GENEBAL COMPTBOLLEB; AND MB. BOB- 
EBT H. MONTGOMEBY, CEBTIFIED PUBLIC ACCOUNTANT. 

The Chairman. The Senator from Utah and the Senator from Kansas have to 
attend another committee meeting, and therefore they may proceed at once 
with such questions as they want to ask. 

Senator Smoot. Mr; Lasker, I find in the hearings before the Subcommittee 
on Appropriations of the House of Representatives the statement that there was 
a contract being made with Lybrand, Ross Bros. & Montgomery by the United, 
States Shipping Board and the United States Emergency Fleet Corporation; 
and I understand from that examination that you were paying one of their 
partners $100 a day and others $50 a day with all expenses, and I understand 
that Mr. Montgomery got about 50 per cent of all of that and besides het is 
paid necessary expenses and expenses incurred in connection with the work, 
and that it is costing the Shipping Board about $600,000. What I wanted to 
ask of you is this: Is there another audit to be undertaken? 

Mr. Laskeb. I don't quite understand. Do you mean another audit? 

Senator Smoot. I understand there is a move on foot to have these people 
here come in now and make another audit. 

Mr. Laskeb. There is only one audit that I know of that they are making. 

Senator Smoot. Are they not through with it yet? 

Mr. Laskeb. They have just begun. 

Senator Cubtis. They have just made the contract? 

Mr. Laskeb. We made the contract a few days ago. 

Senator Smoot. You have had an audit made already, have you not? 

Mr. Laskeb. No, sir. 

Senator Jones of Washington. There was an audit made by Perley Morse 
& Co. 

Mr. Laskeb. Yes ; Perley Morse & Co. under the old board made an audit of 
the Bethlehem Shipbuilding Co., where some $600,000 was expended and the 
audit was never completed. The present audit, Senators, is a general survey. 
We wished to find out just where the business stands; to get an accurate in- 
ventory and balance sheet as of July 1, 1921; and to install an accurate ac- 
counting system. For instance, when the new board entered upon ofBte it 
found there were 600 " ship auditors." As the result of the investigation we 
Instituted and what it has shown we are now cutting that number down to from 
1.50 to 200. There are many similar cases. 
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Senator Smoot. What I wanted to get at was if possible to cut out all these 
contracts and agreements with this firm or any other firm as long as we have 
got men in the employ of the Government who can do it just as well, and I 
think a great deal better. I think that this audit should be carried on by the 
Bureau of Efficiency, who can get at the details of it just as well, and I think 
a great deal better, than total strangers coming in here who know nothing 
about the working of the Government at all. It would not have cost us very 
much. It may be tl^t we woul^ h^ve t^p epip)ay 0Qip^ of tl^eir eini^Qy^s ; but 
it has cp^ us about (160,000 for thAt bureau. It eost $120,000, I l^iak, last 
year, and we have the men there; and every audit that we have ever asked 
them to make for any department has been done so well and the results have 
been so gratifying that it seems to me it is perfectly useless to go outside of 
our Bureau of Efficiency to get tUis Tery tiding. 

Mr. Lasker. Senator, so far as I know I do not see any objection to using 
all the men tl^at the Bureau of Efficiency can let us have. 

Senator Shoot. Somebody will have to be responible.for it 

Mr. hABK^L Yes. The first thing we did was to have an inventory made of 
all assets and property o^her tfy^u ship«. We h^.Ye nevei^ ha4 9uc^ ai| In- 
ventory. We did not know where the stuff was. We have used selected ai^^i- 
tors for that, in the en^p}Ay of the Shipping Pioard,. and had them wor]( Hffkijir 
the direction of a few selected men from L^brimd, l^oss Bro3. & Moa^tgoqae^. 

Senator Smoot. What is your opinion as to the amount that it is going to 
cost for this examination by this firzp? 

Mr. Lasker. Mr. Montgomery is here. I asked him to be here because you 
i^l^t want sonie information:! oii it. 

Senator Shoot. II Mr. Montgomery is h^e, { would like to qiK^tton Up ou it. 

Mr. Lasksb. Yes; wou)(^ you not liii^e to ask him? 

Senator Smoot. Have you gone into this thing at all, Mr. Montgomery* a$^ to 
how many men will be require^l and ^s to what it is going to cost tb^ Gov- 
ernment? 

Mr. MoNTOOMeBY. From the staff of my own firm, do you mea?.? 

Senator Smoot. Yes; that is, as to whole examination in accordance with 
tti\8 scheme? 

Mr. Montgomery. I c^n tell you the approximate statement, as It stood last 
week, as to how many men, and how much it wUl cost, if you would like that. 

Senator Smoot. How much it is costing; but what I was asking was how 
much it is going to cost? 

Senator Cubtis. Would you estimate it would cost two or three million dol- 
lars? 

Mr. Montgomery. No, sir. 

Senator Curtis. That is what we wanted to know. 

Mr. MoNTGOMicRY. Under the contract it is left entirely to Mr. Lasker to dis- 
continue, at any time. 

Senator Smoot. That is what I wanted to ask you about. I want to know 
something about what this agreement is going to cost the Gkxvernm^t. 

Mr. Lasksb. If you will give the figures up to last week, maybe I can 
answer. 

Senator Smoot. We have men here that I have just as much confidence in 
as Mr. Montgomery or any man you have got In fact, they know moro 
about the Government's business than these men do, and they know just 
where to put their hands; and we are not paying them $100 a day, either. 

Mr. Montgomery. There is no one under our contract who isi getting a hun- 
dred dollars a day. One of my partners is here temporarily, and the chargrt- 
for his services is $60 a day. 

Senator Smoot. Then, what did you put it in here for? 

Mr: Montgomery. That was the first draft that was sent up to the Ho«s<» 
Committee on Appropriations. 

Senator SmOot. Has it been changed? 

Mr. Montgomery. That draft has been changed. 

Senator Smoot. Of course, all I have had to go by was what I saw in thr- 
hearings. I wanted to find out about this from you. 

Mr. Montgomery. The last part of last week we had about 40 men in the 
United States; 20 men finishing the inventory which was started on the 2^h 
of June. Inventory was taken at six or eight different places in the United 
States— not In Washington. Those 20 men were costing $30 a day. That 
work is more than 90 per cent completed. 

Senator Smoot. When was it started? 
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Mr. MoNTGOMSlT. The 2^h of Jtlne. 

Senator Smoot. That was when it began, you mean? 

Mr. MoiVTeoMBftT. Ted« 

Senator Smoot. That was the first day? 

Mfi Moif TQOMEBT. Y«3, fAt ; 8tnd I ^Pilose the fii^ day wd probably hatf one 
man,. Tbea, as we took ui> the work on the Pacific coast and in tbe SkHtti^ aiifl 
in New York and in New Bngland, we added one man from each of out dSlccs 
to oversee the work of about 1,000 Shipping Bcwnl employees. 

Senator Smoot. Do you know what that particular valuation work has cost 
up to date? 

Mr. MoNT0OMl»T. Of the inventory? 

Senator Smoot. Yes; of the inventory. 

Mr. MoNTGOMEBY. I think the entire bill, up to the 1st of August, was less 
than $30,000. 

Senator Smoot. The entire bill for that inventory? 

Mr. MoNTOOMKBY. No; for everything, I thUik^ it was about $30,000. 

Senator Smoot. Up to when? 

Mr. MoifTOOMEBY. That was up to the 1st of August. 

Senator Smoot. That is $30,000 a month in round numbers? 

Mr. Montgomery. Yes, sir; about. 

The Chairman. Is tb^e iiny thing else abroad? 

Mr. Montoomkby. No ; the work abroad is all being done by Shipping Board 
men under our supervision in Washington. 

Senator Smoot. How long is it going to take to get this information? 

Mr. Montgombby. I think the inventory will be entirely completed within a 
few weeks. I think in that time we will bring together the results frotti all 
these different places. These inventories are extremely voluminous — one of 
them running to 6,000 pages. I think there are over 400 separate Inventories. 
That will be finished in 30 days, and those 20 men will be reduced to three or 
four m«i, within two weeks. 

Senator Smoot. Ha^'e yoti any idea what your entire services are going to cost 
the Government? 

Mr. Montgomery. No ; it d^ends entirely on the work we are asked by the 
board to do. 

Senator Smoot. We do not get very much information here. 

Mr. Laskeb. I can answ^er you, I think, Senator. The inventory worir, sepa- 
rating that— I mean the outi^de figure, now — ^would be within $50,000. Is rtat 
rights Mr. Montgomery? 

Mr. Montgomery. Certainly well within that. 

Mr. LASKiai. We can discontinue at any. time that we ferf we have gotten far 
enough along, or we can discontinue immediately, if you order us to do it; 
but I wanted to explain the situation : I wanted an Indep^ident audit and in- 
ventory to show the exact situation as and when we took it over. 

We took over an accounting systiem that is highly ineflicieiit. The cost of it 
runs between $5,000,000 and $6,<K)04KK) a year. I have a man (Mr. Powell) 
who is going to take charge of the finances and accounts. He can not be here 
until September 10» I wanted to start cutting expenses radically at once. I 
hope by the 1st of December to have the expense cut 30 or 40 i)er cent. 

Senator Smoot. The expense of the audit, do you mean, or all of the es^pense? 

Mr. I^ASKEB. I mean the ex{)en«e of auditing, and all the overhead expense, 
^Hfnployees — of all employees ail down the line. If by the 1st of December we 
have not cut the employees 30 i>er cent or more. I shall be disappointed, be- 
cause we have every escpectation of that ; but you can not quickly ascertain who 
are the necessary employees, and that is the embarrassment of our i^tuation. 
Mr* Mtmtgomery is constantly digging out things that show us leaks. It is an 
indeterminate thing. Of course, I do not want to be held to the estimate of 
the cost of the auditing, but I do not believe it will amount to as much as a 
couple of hundred thousand dollars more. It might be a great deal less. For 
instance, I wanted to get the expense cut right away, and Mr. Montgomery's 
firm showed us* to the satisfaction of everyone, how we could cut the board's 
auditors down from 000 to 150, because the work they were doing was of no 
nee when it was done. 

Senator Smoot. You say you have charge of all fOreigfn work, and that work 
iy being done by employees of the Shipping Board? 

Mr. Montgombby. Such work as is being done is being dohe entirely by Ship- 
ping Board employees. We afe now planning to cut out all auditing abroad. 
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Senator Smoot. What I was getting at is, they are all under your direction? 
Mr. Montgomery. Yes. 

Senator Smoot. What does the Government of the United States pay you for 
that work? 

Mr. Montgomery. The Government of the United States pays nothing di-- 
rectly for my own services. I thmk it was intended in the contract that Mr. 
Lasker, at the expiration of the work, would fix the compensation, If any, tx) 
be paid for my personal services. 

Senator Smoot. That is, in connection with the foreign work? 
Mr. Montgomery. In connection with any work which I personally do. 
Senator Smoot. Have you any idea how much that would be for your serv- 
ices abroad? 
Mr. Montgomery. I asked him to fix it at nothing. 
Senator Smoot. That would be satisfactory to you? 
Mr. Montgomery. Perfectly. 

Mr. Laskkr. I might say, S.enator, it was the only way that I knew — I take 
this whole respons'b'lity — the first day I got in, to get this waste pay roll 
unfler control. * The President Instructed me to get this waste under control as 
quickly as possible. 

Senator Smoot. Yes ; but what I wanted to know is that we are not running 
in here again for $600,000 Indebtedness, when I believe we can have the same 
work done, and done just as efficiently as Mr. Montgomery will do it. What 
I had in mind was, if it had not gone too far — ^but I do not know but that it 
may have gone too far — ^what I had in mind was to put an amendment to this 
appropriation something like th^'s, providing for the reorganization of the ac- 
counting system of the United States Shipping Board by the Bureau of Efii' 
ciency. In other words, I thought if we had an agency here of the Govern- 
ment that could do it, it should be made use of. 

Mr. Lasker. You are perfectly right, and I would say that no man who had 
the interest of the Government at heart could feel any other way about itr 
but we are in so far that to shift now from what Mr. Montgomery is doing to 
the Bureau of Efficiency would cost more than we could save. Wef are about 
45 days on our way. I will state to you that as soon as this is finished any 
further work we have will need no action by Congress. We will use the Bu- 
reau of Efficiency wherever we can profitably do so. 

Senator Smoot. There is $50,000 on the way of a $200,000 contract? 
Mr. Lasker. The contract could be discontinued at any time. I can discon- 
tinue if you tell me to, but I think it highly necessary for us to get i)roperly 
started witli an eflilcient auditing system. 

Senator Smoot. Has any work been done outside of the inventory? 
Mr. Lasker. Oh, yes ; a study of our whole system, to cut out waste in work 
and money. Besides, I might say, and I think your committee ought to know it, 
when you are considering waste the fact is the general auditing scheme is 
very wasteful. Some things have been audited three times — I mean in the 
past history of the enterprise — and then no balance arrived at. I should like— 
and I think you will be particularly interested — ^for Mr. Montgomery to explain 
that. He knows as much about it as I do — ^because It involves a Treasury 
audit as well as our own. The system under which we are operating is one 
which includes a greet deal of unnecessary auditing. I would like Mr. Mont- 
gomery to explain how we cut down the 600 auditors to 200. It is a matter 
of judgment and it will be illuminating for you to hear him. What I would 
like him to explain is how part of the audit has been made three times, and 
following those audits the Treasury audits. And I may add there are hun- 
dreds of millions of dollars unaudited. 

Mr. Montgomery. First, a staff of field auditors worked in the offices of 
the operating agents. Second, in New York City a district office has also an 
auditing staff, and third, a staff in Washington has gone again over the same 
accounts. 

In addition, all the vouchers went and must go to the Treasury for audit. 
With the operating vice presidents, who are practical shipping men, I took 
up the best way of auditing the voyage accounts once only, and doing it 
properly. Taking a completed voyage as the unit and multiplying that by the 
total number of voyages for a year, we came to a conclusi6n that between 
150 and 200 auditors would be suflacient for all of that work. 

Senator Smoot. Did I understand you to say you would make one audit of 
one contract, and that that is sufficient audit for the balance of the contract 
during the year? 
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Mr. MoNTGOMEKY. No ; each voyage, one audit. I was using that as a basis 
for estimating the total number of auditors. 

Senator Smoot. That is the way It is now. 

Mr. LASKiaB. No. 

Mr. Montgomery. No ; there is still much duplication ; we are eliminating it 
from day to day. 

Senator Smoot. Well, it would surprise me if there was not in the Govern- 
ment service. That is no surprise to us, 

Mr, Lasker. There are three Shipping Board partial audits now, and we 
are going to cut it to one complete audit. Is that right, Mr. Montgomery? 

Mr. Montgomery. Yes. 

Senator Smoot. Do you mean to say that the Treasury audit is the only audit 
that will be made? 

Mr. Montgomery. No; there will be one audit made by an employee of th<? 
Shipping Board, who is a competent man. 

Senator Smoot. And then one by the Treasury? 

Mr. Montgomery. There will be a second audit by the Treasury. But at the 
present time the Treasury has not, in my opinion, worked out any plan of 
satisfactorily auditing vouchers of the Shipping Board, and It is costing us 
$150,000 a year to send vouchers over there for aduit, and they have disallowed 
a total of certainly over $1,000,000,000, of which there are still $500,000,000 of 
vouchers disallowed. I think the trouble is that it is shipping business, and it 
is difficult to get the vouchers which are required by the United States Treasury. 
We hope to work out a system which will be satisfactory to the Treasury. 

Senator Smoot. You have nothing to do with the audit in the Treasury? 

Mr. Montgomery. No ; we have nothing to do with that. 

Senator Smoot, I understood Mr. Montgomery to say that you did. You say 
there is one audit in the department, one audit in the Shipping Board, and 
another audit in the Treasury ; those are the three audits now ? 

Mr. Montgomery. There is one partial audit now made by the Shipping 
Board in the operators office, a second in the district office, a third in Wash- 
ington. 

Senator Smoot. Now, you say you are going to cut out two of them. 

Mr. Montgomery, Yes. 

Senator Smoot. Which two? 

Mr. Montgomery. My point is llu't tlie Shipping Board will make one audit. 

Senator Smoot, And that will settle it? 

Mr. Montgomery. And we will try to have that audit made and the docu- 
ments in such order that the Treasury audit will coordinate in some way with 
onr audit; because we are now spending $150,000 a year extra on account of 
Treasury requirements that I think should be straightened out; not that we 
want to cut out the Treasury audit, but we want to make it effective. They 
might just as well not make their audit as to disallow a billion and a half of 
vouchers. 

Senator Hai^. Then you do not cut out two of the audits, you cut out only 
one. Your audit and the Treasury audit will still be made? 

Mr. Montgomery. No; at the present time there are three partial audits 
being made in the Shipping Board. 

The Chairman, Outside of the Treasury Department audit? 

Mr. Montgomery. Yes; outside of the Treasury audit. 

Senator Jones of New Mexico. You say there are three partial audits. Do 
you mean by that, that one organization audits one phase of the business and 
another audits another phase? What do you mean by saying there are three 
partial audits? 

Mr. Montgomery. Theoretically the field auditors do one thing, the New 
York office another thing, and Washington another thing ; but they overlap to 
guch an extent that the total number of men engaged in that work, in my 
opinion. Is very largely excessive. 

The Chairman. Mr. Lasker, I noticed that Senator Jones stated on the 
floor once that you would require $280,000,000, that we would have to annro- 
priate that amount. You stated afterwards that it would require $125,000,000, 
Now you say it will take $48,000,000. Is this $48,000,000 only a temporary ap- 
propriation, and for how long? 

Mr. Lasker. I understand the $48,000,000 Is for no specific length of time. 
When it is exhausted we shall have to ask for more. 

T might l^ken the situation thus : I have in m^nd a concern that expected last 
year to make $5,000,000. When it finished the year it had lost $8,000,000. If 
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jrmt woidd gn into it T pr^same yott sxvmkL find n mndred siirfi flnns on Ae New 
York Stock Exchange. They confidently expected to make money last year, anfi 
their directors bought the stocks, bnt they lost ffom 25 per cent to moi^ than 
one-half of their capital That is what the shipping bosines is now. 

Senator Otebxan. Do yon tWnk this $48,000,000 is enongh to mn yon for the 
next 12 months? 

Mr. Laskix. Xo, sir. Of course, yon understand we have an appropriation of 
$25,000,000 to complete constmction which we inherited, whi^ conld not stop, 
and with which we are connected merely pro forma. 

Then we hare an appr<H>riation of nearly $65,000,000, if we can find it, oat of 
the .sale of assets. I have held — I am not trying to tell Oongress— that that 
seemed to me to be rery wast^nl, beeanse if we got onr ba<* np against the 
wall, to |>ay bills we might be tempted to sell stuff at auction prices — at 10 cents 
on the doiiar. I will not do that myself. I would rather get out. 

Then, this $48,000,000 was estimated tor the next six months if we paid no 
claims. 

Senator Ovkbsi an. If you paid no chiims for the next six months? 

Mr. I^ASKEB. Yes : it mi^t be more and it might be less. 

The Chairman. I noticed, of course, what the House did in connection with 
tiiat bilL Now, is it yonr understanding that the language of this bill, as the 
House finally has corrected it, applies to yonr current bills that are due and still 
unpaid as well as to the old claims? 

Mr. Laskes. Yes, sir ; we Inherited the claims. You see, our board assumed 
office on June 13 last, and on July 1 tliere was something over $16,000,000 of 
unpaid imst due bills in excess of the cash on hand. 

The Chairman. They are bills as to which there is no question? 

Mr. Lasker. They are past due bills for current expenses, covering such 
items as oil, rope, etc. 

The Chairman. Do you understand that this House proposition debarred 
you from paying tfiese? 

Mr. Laskeb. No : it debarroi us from paying claims. 

The Chairman. That amount of over $16,000,000 for current expenses will 
be paid? 

Mr. Lasker. That comes out of that $48,000,000. 

The Chairman. That is what I wanted get at. 

Mr. Lasker. Of course, I am hoping we can also collect some accounts re- 
ceivable from the past. The British Government owes the board some milUons 
of dollars. 

S^ator Smoot. Can you tell me how much is due Shipping Board from ships 
operated by corporations or individuals? 

Mr. Lasksb. That is, the shix>s thenseireB? 

Senator Smoot. What they are owing the €rovernm«[)t through the operation 
of Government ships. 

Mr. Lasker. You mean through the ships that are operating for our account? 

Senator Smoot. Yes. 

Mr. Lasker. You do not mean ships we have sold? 

Senator Smoot. No; I mean the amount that operators owe the Shipping 
Board to-day. 

Mr. Lasker. I doubt if it Is anything, according to the figures we have. As 
they have been operating in the past we always owe the operators instead of 
their owing us. Here and there a little might be owed us, but take it by And 
latge, nothing. 

1 might say. Senator, that the biggest thing we have to work on — ^and as 
soon as we get through the few pressing things that it is necessary to do and 
some work I must attend to in New York with i^eferetice to regaining pos- 
session of certain ships whose future was being mortgaged by the selling df 
advance tickets which we would have to honor — I say the big question we 
have to study is the matter of the M04 contracts, and without wanting Co be 
bound by this 

Senator Ctbtis. I was told this morning that if you would go out and make 
any kind of an effort to collect this money you would get $100,000^000 vfiry 
easily. 

Mr. Lasker. I am very anxious to make everj- effort to get it and I Would 
appreciate it if you would kindly let me know the name of your informant. 
We have a man (Mr. Powell) who is coming with us on the 10th of September 
who will work on that We have money due from the British Governmeht 

Senator Overman. How much do they owe you? 



Mr. La6ke». According to our bookS) $i2yOOOj€00. 

Senator Curtis. And France owes you something? 

Mr. I«AsKBR. But Ffance ha« cdnie in with a coutitel* ^ieini t>f ^ta^OOfl^KKK). 
I do not know what merit there is in that claim. We have no organisation W 
<?oilect these ciairas, hot we ai^ getting to it ami we hope to i^ecovei* as much 
money a« we can. Before we can ascei*tiiit> that We have got to set up the 
mnchinerj- to find out, you know. We find <m the books wliat looks lltoe a 
perfectly good and restHmsiblie claim in t>ur favot, aod In many instances the 
claims are offset by money owing from the Shipping Board. 

We are getting at that expeditiously, and you see It will all come to a head 
at that time, when we know. We have, for instantcjev agreed with the Belgian 
Relief, who owe us a couple of humlrert thousand dollars, tx) an art>ltratioii 
to determine how much is due us. 

We have some items on our books due us from the ^6od A:lministratlon 
which are listed as perfectly good Items, b\lt the FVJod Adttiinisti-ation is out of 
business, so that we have to take those items off our books. 

Senator Citrtis. The Ot)^'emment c^ei>ai*tlMents o\4^ you $1^,(J(»,0U0, do the:^ 
not? 

Mr. I^AKKER. Commissioner Thompson has taken tlia,t over. He is the one 
that has taken over the collection of bills receivable. He is aggi*essl\'el>' at it. 

The Chairman. The War Deportment has not owed 5'OU much lately? 

Mr. Laskeb. I tliink thei^ is a dispute about that. 

The Chairman. There was a dispute there of a good many mil lions of dollars, 
but they finally came to a settlement on it. 

Senator Curtis. I would like to ask you, and probably your attorney can 
answer, what right have you, under the act of April 6, 1©14, to employ these 
outside accountants and experts? That law prohibits any such employmentr. 
Is there anything in the Shipping Board Act which permits you tx) employ the^ 
Xjeople? 

Mr. Schlesinger. I understand the Emergency Fleet Col*poration has that 
Tight. 

Senator Curtis. And tlierefore it is not subject to provisions of the act? 

Mr. SrHLESiNGER. Yos, sir. 

Senator Curtis. And that enables you to employ these people? 

Mr. Schlesinger. Yes. 

Senator Curtis. I want to ask you how much monej' is in the hands of the 
agents operating ships for the board now, in cash? 

Mr. Li^sKER. How much is it, Mr. Tweedale, can you say? 

Mr. TwfcEDALB. In the trust funds, $7,600,000. But thei'e are offisets against 
that enttne amount, so no part of it is available. 

Mr. Lasker. How much in other funds? 

Mr. Tweedale. All of our advan<'es to oi^eratlttg agents are taken into the 
trust funds. 

Senator Curtis. That is all they have got? 

Mr. TweSdale. Yes. 

Senator Smoot. What are tlie trust funds? 

Mr. Twi-ncDALE. The re^'enues are all derxwite*! in the trust fund acccmnts, and 
from those funds are paid the actual operating expenses on ships. 

Senator Cxtrtis. Was there a general fund of $100,000,000 to the credit of 
these people to make up losses? 

Mr. Tweedale. No, sir. 

Senator Curtis. You have no such fund? 

Mr. Tweedale. No, sir. 

Senator Curtis. Did you have any fund of that kind? 

Mr. Tweedale. About a year ago there was in the hands of the operating 
agent in the neighboi'hood of $115,000,000. That money was all brought in and 
turned into the Treasury. 

Senator Smoot. That has all been used up? 

Mr. Tweedale. Yes, sir; we have turnecl that over to the constructicm de- 
partment. There has been used in the construction of ships, $185,000,000. 

Senator Smoot. That money went there for that pun^ose? 

Mr. Tweedale. Yes, sir. 

Senator Jones of New Mexico. You must remember that a great deal has 
been spent on the construction of these ships. 

Mr. Lasker. I have been told that if tlie moneys which were made on opera- 
tions had not been turned into the construction fund there would have been 
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ample surplus to go through this present period of depression on cmeratlons. 
Is that jight ? 

Mr. TwKEDAUE. That Is right It would have carried us through this year 
anyway. 

The Chaisman. You had a total of $1300,000.000 on the earnings, and oper- 
ating expenses were $760,000,000; and your testimony was that during the 
last year, I think it was, the earnings were something over $200,000,000. but 
the eiqxrnses were between $300,000,000 and $400,000,000 on the operation of 
ships. Is that right? 

^Ir. TwEEDALE. I do uot remember those figures. Senator. 

The Chajbman. They are in the record here. But, just carrying out the 
idea, you state that if wh«i there was a profit the surplus had l>et»n kept by 
you instead of being consumed in the expense of building sliips you would 
not have been short? 

Mr. TwEEDAXE. That is my understanding. 

Senator Cuktis. What have you done with those contracts that were out 
with companies or corporations, giving them a per cent of the gross amount 
of the receipts, regardless of the expense to the Government? Have yon can- 
celled all those? 

Mr. Laskeb. No; I have not done anything on those yet. 

Senator Ctjbtis. Are you going to cancel them? Do you not think they should 
be cut out at once? If I was in your place I would get at them immediately. 

Mr. Laskeb. They call them the MO4 contracts. On those so-called MO* 
contracts 5 per cent of the gross receipts are paid to the handling agent 

The Chaisman. Of the total receipts? 

Mr. Laskeb. Of the total receipts 5 per cent is paid to the managing agent 
fpr running the sh^ps. As I understand it, that is a custom in the sliipping 
trade almost as old as shilling. But, while that works out all right for 
owners of 6 or 12 ships who can exercise carefiU watch, it has not worked 
out for the owner of a big fleet. We had practically no one of any ex- 
perience to run our ships. I might say that the young man who ran the ships 
until recently is now one of several assistants of the three vice presidents who 
have come in to operate the fleet, and he told me he would be glad to remain 
in that capacity, because the experience he would get under these three vice 
presidents would l)e of great value to him. I make that statement to show 
you what poverty* there was of personnel to create a policy under which these 
ships should be operated. 

Senator Cititis. Yes; but is not this a fact: Are there not subsidiarj- coni- 
panies there now that are taking MO4 contracts for shipping; and are they 
not giving contracts under which the ships that are not making money are 
operated for the Government, so that they are making money on their o\sm 
boats and losing on the Government boats? 

Mr. Laskeb. Do you mean, is that the general rule? 

Senator Cubtis. No; but are there not several companies of that kind? 

Mr. Laskeb. I would not be a bit sui-prised if that were so. I have just 
been able to get some men to take up that work and they have been making ft 
survey of every ship we have. Just what you are asking me is what we are 
trying to find out. 

Senat4)r Cmxis. Why <lo you not-<>an<vl all those oJutractsV I would cancel 
them whether I coulil or not, if I was cbairnmn, and take the chance, and 
make them contract on the flat basis, and make them pay r»0 ct^nts a InindrtMl or 
a ton, or whatever it is. 

Mr. Lasker. I will answer that. Of course, we are nmklng a survey of every 
ship, where it is, who has it, and what service it is i)erformin,ir. 

Senator Oi^rtis. Excuse me; here cimies in a speech that was made on the 
floor the other day. Are you also going further and finding out whether they 
are connected with British firms or not, or working with British firms — not only 
a United States agent but the British agent? 

Mr. Lasker. We are finding out now all we can. Our interest is, of course, 
one interest only and that is the interest of our own Government. 

Senator Cntxis. Yes; but when a man makes a statement on the fioor of 
the Senate and charges it to be tnie and gives the names of the companies, if 
you are listening you have got to listen to it and make some inquiries. 

Mr. I^ASKKR. Please do not understand that I am taking it in that spirit. 

Senator Curtis. That is what prompts uie to ask this question. 

Mr. Laskkr. I am glad you spoke of it: but I would sjiy that to work out 
another charter i)olicy is an intricate matter and will re<iunv i>erhaps several 
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months. We have a right to cancel ou one day's noti<?e ; but we can not afford 
to pull all the American merchant marine off the seas so quickly and abruptly. 
World shipping is. at so low an ebb at the present time that we do not know 
how many operators would take ships on a bare boat charter. W^e have to 
have some plan. We have to work out a plan which we feel is on a solid 
foundation from which to start. When we have tliat plan worked out in an 
orderly way, it is out purpose to end perhaps all of the present arrangements; 
but if we can not get operators who will operate on some basis that appears 
to us to have the germ from which we can build up permanently, we will 
eventually withdraw all the ships and tie them up. But I do not think, if you 
studied it, and were chairman of the Shipping Board, that you would end these 
contracts, at once, but you would pull off these boats gradually until you had 
a real contract to offer these people which would afford a solid basis for buildr 
Ing up. 

Senator Ci^Tis. Have you been in long enough to begin to reduce the cost per 
ship, and the cost of supplies for vessels? 

Mr. Laskeb. We are just getting practical men to do that. I will say that all 
these questions will come up before our department heads as soon as we get the 
human machinery. There was no machinery there competent to handle this, and 
it is going to take time to get it. You take the business organization of the 
Standard Oil Co. or of the Harvester Co. ; it takes time to plan that organiza- 
tion, to perfect it and to make it function. 

Senator Jones of New Mexico. You say this business is embarrassed finan- 
cially. That, I suppose, is true in a general sense, as all business is embarrassed 
now financially ; but in what particular way is this business embarrassed. 

Mr. Lasker. Why, we have to come before Congress and ask it for money to 
pay deficits constantly. That is an embarrassment in a regular business. . A 
regular business could not get the quantities of money this business needs to 
keep going. It would be in a receiver's hands. We have vast claims that ought 
to be settled at some price. We have not the money to settle them. 

Senator Jones of New Mexico. Out of what do those claims arise? 

Mr. Laskeb. Cancellation of contracts for the construction of ships and the 
commandeering of ships, shipyards, and facilities. 

Senator Jones of New Mexico. I think the general pui)lic has gotten the idea 
that there is considerable embarrassment from the operation of the ships now* 
In what way is that and to what extent is it? 

Mr. Laskeb. It is a deficit that is costing more to keep them going than we 
take in. 

Senator Jones of New Mexico. How nuich more? 

Mr. Laskeb. As near as I can get it from the books, at the moment it is 
$10,000,000 a month. Those figures may come down pretty fast, because wie 
have been tying boats up. We are now, under our regime, arranging to tie up, 
within the next 60 days, another hundred boats. But we have not been able to 
look into it far enough to see if in tying up the boats in the past the right action 
was taken. We hope this was the case. They may have been tied up in such a 
way that it will cost us more than they are worth to put them back in repair. 
We do not know. 

Senator Jones of New Mexico. That is caused from what conditicms? 

Mr. Laskeb. Just not doing it right. 

Senator Jones of New Mexico. Not doing what right? 

Mr. Laskeb. Not tying them up right. 

Senator Jones of New Mexico. You mean there has been an attempt to op- 
erate too many ships? 

Mr. Laskeb. Well, I think so, but I may be wrong. 

, Senator Jones of New Mexico. Then you do not know whether that is the cause 
or not? 

Mr.. Laskeb. Of course not. 

Senator Jones of New Mexico. I think you are perfectly frank with the com- 
mittee, and I admire the spirit in wliich you have come here. 

Mr. Laskeb: Yes, I am; and I am going to wait until I do know. 

Senator Smoot. I want to ask a question there. 

Senator Jones of New Mexico. May I go a little further in this line? 

Senator Smoot. Well, right in that connectiim I wanted to ask some questions 
before he left that. 

Senator Jones of New Mexico. Very well. 

Senator Smoot. Then do I understand you to say that you do not know that 
the ships have been running at a loss? 
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Mr. Lasker. No, no. Tliey are running at a loss, but tliey had too many 
ships running. 

Senator Smoot. Then you do not know, of the ships tied up, whether they 
ought to be tied up or ought not to be tied up? 

Mr. Lasker. As to those that have been tied up, whether they have been 
properly tied up is a technical question ; whether they were physically tied Up 
economically. 

Senator Smoot. That is the same thing? 

Mr. Lasker. No ; it is quite different. It is my fault if I do not make myself 
clear. 

Senator Smoot. You know they are physically tied up, but you do not know 
whether they are phj^sically tied up at the least expense and in the best way? 
• Mr. Lasker. Yes. 

Senator Jones of New Mexico. Then, if there has any report gone out that 
there is a waste of $10,000,000 a month in the operation of these ships, it does 
not come from you? 

Mr. Lasker. All the statements I have made have been either taken down in 
minutes before committees of Congress, or have been written statements to the 
newspapers. 

Senator Jones of New Mexico. I am asking you now whether or not you are 
of that opinion. 

Mr. Lasker. That the $10,000,000 a month is wasted? 

Senator Jones of New Mexico. Yes. 

Mr. Lasker. No. I am of the opinion that our business is so impregnated 
with waste and inefficiency that it is going to take a long time to straighten it 
out. I do not know whether otiier Government departments are as bad as 
the Shipping Board, but no business could live, run as badly as the board has 
been run. I am not going to boast that we are going to straighten it out. 
Maybe I will do no better than others in the past. But that will not change 
the fact. A man may hear very bad nmsic and know that it is poor music, 
and yet perhaps he can not get up and sing it as well. I do not want to place 
myself in that position. I know it is not right or anything approximating 
right. 

Senator Jones of New Mexico. A good deal has been said about this 5 per 
cent commission. I thought I understood you to say a while ago that that 
system was as old as the shipping business itself. 

Mr. Lasker. Yes. 

Senator Jones of New Mexico. Then any criticism of that business has not 
come from you, has it? 

Mr. Lasker. In our case it is my opinion that it was not a right system. I 
had not finished when Senator Custis asked me a question. I said that the 
5 per cent commission on gross receipts was as old as shipping, but that thiat was 
done by private owners who might have a half dozen or a dozen ships, who 
could watch their shipping so that they could tell whether they were being taken 
advantage of. It nev(-r happened before in the case of 1.440 ships, and I can 
not conceive that that system can be right ; and if it is, I think we had better 
tie the boats up until we can sell them. I mean, if it is the only system under 
which we can do it, that would be better ; because it means looting the Treasury, 

Senator Jones of New Mexico. You said this was as old as shipping itself? 

Mr. Lasker. I mean several hundred years old. 

Senator Jones of New Mexico. Yes ; 1 understand. How general is it? 

Mr. Lasker. I do not think you can consider what a small private shipping 
business would do as compared with what the Government should Ikiave done 
with this vast fleet. Mind you, I do not say that if I had been there, with the 
light they had, I would not have done it. How could a man say that? 1 otily 
say that I consider it bad, wicked, and wasteful. 

Senator Jones of Washington. But you are not intending It as a criticism 
on the question of the motives of the men who did it? 

Mr. Lasker. No; 1 might have voted for it. I am inclined to the opinion 
that it perhaps had to be tried out to prove it. It is easy to come in after- 
ward and see a mistake. Then it is the obvious. 

Senator Jones of New Mexico. This Is in vogue among shipping Intef^ts 
throughout the world? 

Mr. Lasker. No; not generally. I said it was an old system among people 
who did not want to operate their own ships. I guess that most people operate 
their own ships. 
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Senator Jones of New Mexico. Of course it would .only apply to cases where 

Mr. TiA^yim. I tI4nk that is the lesser p^rt of the business. 

Senator Jones of New Mexico. Then, up to date, you have not been able to 
devise any plan to take the place of that plan, have you? 

Mr. TiASKyR. Simply because we have not had the human machinery to go 
about it. 

Senator Jones of New Mexico. I am not saying that you are not doing all' 
you can. 

Mr, Las^kb. I am not trying to get out of answering. It is always em- 
barrassing to hide behind " I do not know." I am not trying to do that. I. 
am trying to make the point that it may be some months before we can make 
a survey and do it properly. I think, when I look at the result of the previous. 
^htppiAg Board administrations, it may have been that intimidated by pressure 
to do something and to improve the situation, perhaps they have acted a little 
top ts^ijk rattier than after mature and careful survey and deliberation, and 
measuring one thing with another — ^building for permanency. I make that as 
no criticism. I may make the same mistake. 

Senator Jones of New Mexico. I am inclined tp think that the press of the 
co\mt]*y has been doing you a grave bijustice in this. You have stated to us 
very ftunkly that you are still in the learning period of this business, and 
ttot you have not had a chance, yet, to work out any of these big things ; and 
I fhlnk it is necessarily so. But the press undoubtedly carries the Impression 
that you have discovered all of these great leakages in the Shipping Board, 
and that the system is all wrong; and I think the impression has gone abroad 
that it all comes from you. But I am satisfied from youf testimony here that 
that is not true. 

Mr. LAfiKER. One part does come from me — that the system is very Ineffi- 
cient. You could not be a business man antl be there two days without know- 
ing that. And I do not think that any of my predecessors could say that the 
system was efHcient. It may be that the nature of the contracts and how they 
operated made for inefficiency ; but that it is inefficient and that It is wasteful 
I aver. But I am not able to say — ■ — 

Senator Jones of New Mexico. I-.et us find out where that inefficiency is. 
What particular branches have you studied out on that particular point, where 
you can say that there is inefficiency? 

Mr. Laskbi^. I say that a business which can give you no trial balance at 
the end of a given period and that never has had a trial balance is inefficient. 

Senator Jones of New Mexico. Now. it may be or it may not. I would be 
of the opinion that if anybody could not hand out a trial balance in his busi- 
Qess he was certainly using very lax methods. But that would not be any 
indication that the business was not making money. 

Mr. Lasker. That it was not making money. 

Senator Jones of New Mexico. Yes. 

Mr. Lasker. No. The fact is we know this, that we constantly come before 
Congress for more money, and our cash balance shows that the business is not 
making money. 

Senator Jones of New Mexico. y<ni have been constantly constructing new 
ships. 

Mr. Laskee. No; that is on operation. 

Senator Jones of New Mexico. On operation? 

Mr. Lasker. Yes. 

: Senator Jones of New Mexico. Has not your operating department con- 
stantly been turning money into the Treasury? 

Mr. Lasker. I say this, that if you have no exact set of books showing 
whether you are making or losing money it is inefficient. 

Senator Hale. You never will run the department without an exact set of 
books? 

Mr. Lasker. No; and when there is a state of confusion it sometimes takes 
a long time to straighten it out. 

Senator Overman. Have you anything from your books as to your assjBts 
and your liabilities? 

Mr. Lasker. Yes. But I can not vouch for the accuracy of the figures. 

.Senator Overman. What are your assets and what are your liabilities? 

Mr. Lasker. The assets I think are to some extent Inflated. 

Senator Overman. What do your books show? 
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Mr. Lasreb. Do you wish the book value of ships? 

Mr. Montgomery. The books show the cost of ships from the very beginuikig. 

Tlxe Chairman, Have you taken off anything for wear and tear, or have you 
taken off anything for the dropping of the market? 

Mr. Lasker. No; we intend to do so. 

The Chairman. Have you taken off anything for the difference between the 
time when shipping was worth $200 to $300 a ton, and now when it is down to' 
$40 or $50 a ton? 

Mr. Montgomery. There has been no such deduction made. 

The Chairman. What do your books now show as to your assets, and what 
are your liabilities? 

Mr, Lasker. It is such a fanciful ligure that I have never paid any atten- 
tion to It. Have you got that? 

Mr. Montgomery. It is something over $500,000,000 of accounts and notes 
receivable, investments, and inventories. 

Mr. Lasker. $500,000,000 ; and I imagine that the inventories are $100,000,000. 

Mr. Montgomery. Not that much. 

Mr. Lasker. What is the face value? 

Mr. Montgomery. $90,000,000. 

The Chairman. If you are striking a balance you have got to take in your 
capital and 

Senator Overman. I do not care about that, but I want to see what his 
assets and liabilities are. 

The Chairman. What are you going to call assets? 

Senator Jones of Washington. Ships are assets. 

Senator Overman. That is what I wanted to get. What are the assets?. 

Mr. Lasker. How much are the total assets? 

The Chairman. You have had three and one-third billions across this table, 
and, in addition to that, you have the proceeds from your sales of ships, and 
how much are you in debt, altogether? 

Mr. Lasker. We took over $17,000,000 more current debts on the 1st of July 
than cash. 

The Chairman. What about this report of $300,000,000? 

Mr. Lasker. We had $95,000,000 of liabilities on May 31, with offsets on the 
other side against those liabilities. 

Senator Overman. That Is your total liabilities? 

Mr. Lasker. That does not include claims, lawsuits, or losses on which liabil- 
ities may develop. That is Just the general running account. 

Senator Overman. How much are your claims? 

Mr. Lasker. I get varying figures on that each time I ask. The claims are 
around $150,000,000, but I think they are padded. The lawsuits are again that 
much. 

Senator Curtis. Padded? 

Mr. Lasker. Yes. 

Senator Overman. No doubt they are. 

Mr. Lasker. But they are there. 

Senator Jones of New Mexico. What are they for? 

Mr. Lasker. Mostly for cancellations of construction of boats and of com- 
mandeering boats, shipyards, etc. 

Senator Jones of New Mexico. Not claims arising from operation of ships? 

Mr. Lasker. No, sir ; none of those. 

Senator Jones of New Mexico. The impression has gone abroad that all of 
this great mess here and loss and waste and everything of that sort arises out 
of the operation of ships and that the Government ought to get rid. of them just 
as quickly as it can and take its losses in operation. 

Mr. Lasker. We did make a huge loss In operation last year. 

Senator Jones of New Mexico. You made a lot, did you not? 

Mr. Lasker. No, sir ; not last year. 

Senator Jones of New Mexico. Not taking it as a whole? 

Mr. Lasker. No. sir; we lost a lot. 

Senator Jones of New Mexico. In the bare operation? 

Mr. Lasker. Yes ; in the bare operation. 

Senator Jones of New Mexico. Have you any account of that? 

Mr. Lasker. Yes. How niuoh was it, Mr. Montgomery? It was $131,000,000 
ill sheer phy.sical . operation. 

Senator Curtis. Last year? 

Mr. Lasker. Last year. 
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Senator Jones of New Melxico. How much did you make the year before? 

Mr. Lasker. I do not know. I have been working 15 hours a day, and I can 
not get all these things ; and I do not want to be put in the position of encourag- 
ing you in the idea that I am going to get to know about all the things of the 
past. 

Senator Jones of New Mexico. I am seeking to bring out the position that 
you want to take up, and I want this record to show that all these reports of 
figures, running into the millions and billions, do not come from you. 

Mr. Las'ker. I would not say that they do not. 

Senator Jones of New Mexico. You say that you do not know^ enough to make 
figures. 

Mr. Laskek. I do know that w^e lost $131 000,000 in physical operation last 
year, and that seems to me a lot of money. But you know, ships on voyages 
can not be stopped, and it may be that before I get through we will lose a lot 
of money. It may be the loss can not be stopped. I do not comment on whether 
that was eflficiently or inefficiently done. I simply say that is so. 

Senator Jones of New Mexico. It is being used to try to drive the Government 
out of the shipping business. 

Mr. Lasker. I personally have been there long enough to know this, that 
somehow, somewhere, there Is a very subtle and powerful propaganda to drive 
the Government out of the shipping business. I can not put my finger on it, 
but it certainly is there. 

Senator Jones of New Mexico. And unless something Is said or done to pre- 
vent that false impression going out to the country, I think that the people will 
conclude it is better to sink the whole fleet than to bother with it any longer. 

Mr. Lasker. I think if the country once knew that we were going to lose 
the fleet, then it would come to the consciousness that it wants it. But I think 
there is a great deal in what you say. At the same time I feel we must give 
the country the facts about ourselves as well as regarding the past. I hope to 
get to the point where we can make monthly statements. 

Senator Jones of New Mexico. Do you not think it advisable that the country 
should have more information as to the circumstances? 

Mr. Lasker. Yes, sir. 

Senator Jones of New Mexico. While this country may have been losing some 
money in operation of ships, I may inquire, do you not think that other con- 
cerns have been losing money in the operation of ships during the last year? 

Mr. Lasker. Yes; emphatically. I think thp enemies of this country would 
like nothing better than for America to stop its ships ; and I believe our future 
will be d«rk if th^s present merchant marine is not backed and established, and 
that America will fall to a lesser position than that ahe should occupy ; and I 
think the gi*eatest thing for this country would be for iis to keep these ships 
running and to go further into the shipping business. 

Senator Jones of New Mexico. It seems to me that the time has come when 
every American citizen who believes in a merchant marine ought to try to have 
the full situation go before the country, the extenuating circumstances as well as 
the things which do not appeal to the imagination and the purse of the country. 

Mr. Lasker. Micht I bring up one point, Mr. Chairman? 

The Chairman. Mr. Curtis was asking you some questions, and I believe 
he had not finished. 

Senator Curtis. I want to know how much cash you have got on hand now. 

Mr. Lasker. I asked on Friday, and in one way or another w^e had some- 
thing over $5,000,000, for use in operation, of course. The other moneys, of 
course, do not do us any good. 

Senator Curtis. That is w^hat I mean, that you could handle. 

Mr.' Lasker. Yes. 

Senator Curtis. How much have you of available cash that you can use for 
your purposes— $5,000,000? 

Mr. Lasker. Yes, sir. There Is $7,000,000 in the trust accounts which is offset 
by agents' unpaid accounts, which will more than equal that on balance. 

Senator Curtis. You have about $6,000,000 on hand 

Mr. Lasker. That Is the construction fund. 

Senator Curtis. You have claims to the amount of $38,000,000, have you not, 
against foreign governments? 

Mr. Lasker. I do not know that figure is exact. Many of the foreign Gov- 
ernments have put in counter claims. 

Senator Cutrtis. You said a moment ago that the relief organizations — and 
you mentioned the Food Administration— ow^ed you some money. How much is 
due from other relief organizations, and how much can you get of that? 



Mr. Laskeb. I do not think we will sets mnch ot it 

Senator Cubtisj. How about that> Mr. Tweedale? 

Mi>. TwEVPALB. No, sip. 

Senator ClrR:ci». I aiw, t<>ld V^j' an ex-einiJoyee of tUat tli?purtiaient, the claims 
department, that wlien the former admiuistration adopted a plan of settling 
tl^ooe c}alm8 at (K) eeiitR on the <Mlar, then these claims began to be put up> 
c]aiB)s «kU th^ way up to live times the amount. I have been told of one case 
in which u j^vernmeiit put in a claim of $34,000,000 and really has a claim 
of only $11,000,000. 

Senater Jonki; of New MexK*o. I notice a provision in this bill that none 
of this money shall be used for the settlement of claims. How are you going 
ta aidiust »ueh an amount as you have referred to? 

Mr. LAftKEH. B»th au^ current accounts that I am referring to. The kind of. 
claims that I meant are claims on elUp construction. It could not mean cur- 
rent accounts. Every oifderly bu«dness must take up these matters in current 
accounts. 

Seaator Jokes of New Mexico. Then under this bill you could not settle a 
construction claim? 

Mr. ItASKKs. Nos sin; we could not. 

Sena^^r Jones of New Mexico. How much is due on iiccount of vessel pur- 
chases? 

Mr. TWEEDAI.E. $76,0000,000 on account of vessel purchases. 

Senator <Ju«tis. What about investments and loans? Have you any loans 
you can get aay cash from? 

Mr. TWBE9ALB. Yes ; we have. 

Senator Oubtis. How much. 

M>, TwERDALE. Standing on our books, $82,000,000. 

Senator Ovbtub, Is there not any of that that you can collect? 

Mr, TwEEPALE. Some of that will be collected, gradually. Much of It is 
mortgages on real estate of companies, moneys advanced for shipyards and 
pla&ts which are idle or have been abandoned. No one can tell how much 
they are worth. Some of those mortgages are not collectible until two years 
after the declaration of peace. 

Senator Jones of Washington. I want to ask about the first question that 
you asked. It does not seem to me that he has made the record show clearly 
on that point 

Senator Curtis said that if he was in your place as chairman of the com- 
misaien he would cancel all these contracts at once under which these ships 
were being operated. 

Senator Cubtis. Wait a moment; let me state it again. • I said tliose ships 
where the parties were given 5 per cent on the gross receipts. 

Senator Jones of Washington. That is what I mean. 

I want him to explain pretty fully why he is not doing that, so that the 
record will make it clear. 

Seeator Guansk I am pei^ctly satisfied. Go ahead and make it plain. 

Mr. La8KE». I thought I had done so, but I will give it over again. 

Senator Jones of Washington. If Senator Curtis is satisfied from your ex- 
planation—'-'^ 

Senator Cubtis. I would say that from his statement I would let him go on. 

Mr. LiASKEB. I would say that we are trying very hard to get bare boat 
c(Mitracts. Of course, I would not say that looking toward the establishment 
of an American merchant marine it might not be better to tie tliem up and get 
them out one at a time; but I would not want to be obligated to this view- 
point when I come before this committee again, because we have not deflnitely 
settled on our plan. 

Senator Hale. Are you putting out any contracts now under the M04 plan? 

Mr. Lasker. No ; only where we know in advance the voyage will be a profit- 
able one ; here and there, as we see certain i>rofits, and where we know there is 
a market We are pulling boats off all the time. 

Senator Jones of Washington. The situation is now such that if you were to 
cancel all the M04 contracts you could not make any contracts for those ships? 

Mr. Lasker. Possibly. 

Senator Jones of Washington. In other words, the condition of the market of 
the world is such that no one will take a contract on any other basis? 

Mr. Lasker. Yes. When the commerce of the world is revlveil, floes anyone 
think that Great Britain is going to carry oar agricultural products to com- 
petitive markets in which Australia and Canada will be wanting to sell? What 
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would we do if we were British? We would carry our own products and 
let England whistle. 

Another thing; when that time comes, what rates will they charge? The 
greatest insurance we have, to my mind — I have not become a propagandist, 
but the greatest insurance We have — for our future overseas trade in the prod- 
ucts of our factories and in our farm products, is this merchant marine, bad 
as it is at this moment. 

Senator Cubtis. Why are you providing for so many lawyers in the opinion 
and contract section? You have four here at about $50,000. 

Mr. ScHiiisiNGER. That includes the recovery section. The same man is run- 
ning both departments. In other words, that department is doing two things — 
drawing contracts and seeking to recover moneys due the board. For instance, 
we have been called upon to give an opinion as to whether we have the legal 
right to reduce the selling price upon the boats sold at $200 a ton. That ques* 
tion involves many millions of dollars. It takes an extremely competent man 
to pass on that question. 

Again we have a contract for oil where we have agreed to purchase 1,500,000 
barrels of oil a month, and the Shipping Board is now using much less than that 
We have been asked for an opinion as to the validity of that. These questions 
run into great sums, and We can not possibly take opinions from men who are 
not thoroughly and absolutely competent. 

Then, in addition to that, it Is our intention to attempt to collect all these 
sums of money that can be collected. Every time we get into a case involving 
a large sima of money, we run into the best lawyers In the country, and we 
have to have the best lawyers we can get to combat them or we can not pos- 
sibly win our cases. 

Senator Cubtis. Have you provided competent lawyers? 

Mr. ScHLEsiNGEB. Yes, sir. But not enough. Altogether, I have engaged 
some twenty new lawyers. We have 3,500 cases and claims against the board ; 
and in addition the current business involving the operation of some seven him- 
dred ships needs a large and competent force. 

Senator Cubtis. I have a note here of one lawyer who graduated" in 1913 in 
Washington, and who was working for $4,500, who has been taken and put in 
by you at a salary of $10,000. 

Mr. ScHLEsiNGEB. Will j^ou give me his name? 

Senator Cubtis. His name is Laws. 

Mr. SCHLESINGEB. When I became general counsel I went to New York and 
asj^ed about a dozen of the leading lawyers in New York to recommend men to 
me. I asked the advice of firms like those of Sullivan & Cromwell, of Mr. 
Root, and Mr. Guthrie, Alexander & Green, Rushmore, Blsble & Stern. I asked 
a dozen of the ablest lawyers in New York to meet me and told them my 
troubles. 

Senator Cubtis. The particular man I have mentioned, Mr. Laws, was gradu- 
ated in law in 1913 In the city of Washington, and he could not possibly be 
earning $10,000 a year now. He could not earn $5,000 a year. 

Mr. Laskeb. One of the members of Mr. Ellhu Root's firm in New York told 
me that his firm had had Mr. Laws working on the Bosch Magneto case, and 
that they had paid him $1,050 a month for a year while he was working on that 
ease; he told me that he was a most competent man, and that they had been 
very much pleased with his work. At the same time he was asked by the Attor- 
ney General's office to do some special work as a special Assistant Attorney 
General, and he was to be paid an amount to be agreed on by the Attorney Gen- 
eral and himself at the termination of his work ; in the meantime he was get- 
ting $2,500 a year from the Attorney General on account for this work. I had 
never seen him before, but my experience with him has been that he Is a very 
competent and able man. 

Senator Cubtis. Do you think that a lawyer who has just graduated and haj? 
had no more experience than he has had could earn that much money ? He could 
not earn It in any town in the United States. 

Mr. SCHLESINGEB. I do uot know when he graduated. I know that the char- 
acter of the work he is doing is perfectly efficient. I know that a member of 
Mr. Root's firm told me that he had done the best piece pf work that he had had 
done for him in a long time in a case involving many millions of dollars ; and it 
seemed to me that was a pretty good recommendation; and the work that he 
has done for me bears out that opinion. 

63270—21 2 
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Senator 0^•EBMAN. Mr. Wood stated that they had one lawyer paying him 
$7,500 who was not worth 75 cents. 

Mr. ScHLEsiNGEB. I Di ght suy to you about that particular criticism of Mr. 
Wood : The lawyer in question was a man employed in the War Risk Insurance 
at $6,000 a year. I erred in my test mony before the House committee and there 
said that he was getting $7,500. As a matter of fact, 1 employed him at $6,000, 
and he was gett ng then $6,000 from the War Risk Insurance. I do not know 
what is the basis of Mr. Wooil's criticism. 

I have been engaging men on the recommendation of the ablest and best law 
firms in the country; some of them I have personally known. I have taken 
efficiency as the (mly qualification. 

Senator Curtis. That has been one of the mistakes that the administration 
has made. They would go to some big firm and get some man to come in and 
assist in a case, and he would not do any of the work, wh le the bulk of the 
work was done by some man upon a low salary. This b.g fellow would get more 
for the little he did than the other man would get for a whole year. 

What about this man Fairbanks? I do not know these men. This was a 
$4,800 man and you put h:m in at $15,000. 

Mr. ScHiJcsiNGER, I will tell you about Fairbanks. We have these large con- 
struction claims, and it has been my plan to try to cmfthem down very radically. 
In addition to that, I hope to look into and open up the past records ; and where 
a corporation has a large claim against the Shipping Board and has already been 
paid large sums of money I want to open up the past and find, I hope in some 
cases, that they owe us money instead of we owing them money. But it will take 
very competent lawyers for that kind of work. 

Take the case of the Bethlehem Steel C^o. They have a claim of $5,000,000. 
If we want to win that claim we will have to get the best possible lawyers. 

Senator Cuktis. You have a claim against them, have you not? 

Mr. ScHLEsiNGEB. I do uot kuow about that. 

Senator Oubtis. Yes ; there is a claim against them. 

Mr. ScHLESiNGER. Getting down to Fairbanks, he was working as the head 
of the War Claims Board, getting $12,000 a year as the head of that board. 

Senator Curtis. When? 

Mr. ScHLESiNGER. About a year and two months ago. 

Senator Curtis. The report I have is that he was working for $4,800 a year. 

Mr. ScHLESiiXGER. That is not a correct report. He was getting $12,000 as 
the head of the War Claims Board and handled claims involving many tens of 
millions of dollars. I made careful investigation in the War Department ; the 
report was that he had been doing very efficient work. Of course, a man who 
had passed on many hundreds of claims will make some enemies. 

He was out of the department for a year and I tr'ed to get him to come 
>\ ith me at $12,000, and he refused to come with me. I tried to get two other 
men for three weeks and was then unable to get them, and finally I offered 
him $15,000 a year. He t(rtd me that he was earning that much in his private 
practice, and I knew that he had been getting $12,000 from the War Depart- 
ment. I think he is a very capable man. 

Senator Curtis. Of course, you know that the Interstate Commerce Com- 
mission and the Department of Justice have men in their employ who have 
been working and making a specialty of certain questions for years, who are 
getting $5,000 or $8,000 a year? 

Mr. SCHLESINGER. Yes. But they also have paid much larger sums. 

Senator Curtis. Now, these men are more capable than these other men 
could iwssibly be, and it will follow that we have got to give them the same 
salaries. 

Mr. Laskeb. No; there is a difference in the Attorney Generars work. 
They know that this work is not going to last long. It may be a year's work 
or a little more. It is very difficult to get such men into the Shipping Board. 

Another thing, there is no opportunity for distinction with the Shipping 
Board. 

Senator Curtis. If that is so, why is it you have been able to go to New 
York ami employ men connected with the firms of Blihu Root and HughcMS 
and these other prominent firms? 

Mr. SCHLESINGER. Seiiat(»r, if I could detail to you the inside history of 
some of these big cases — ^and to do so would take me in some cases a whole 
day — you would soon realize that it took not only the ablest counsel we could 
get in such cases but that, as a matter of fact, one man could not possibly 
iiandle such a case by himself. 
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Senator Cititis. I am asking because I know what has been done in the de- 
partments before. I remember one case where they sent a man down to try 
a case and they paid h m .$6,000 a year, and that is all that he was getting. 
Then they went to the tirm of the assistant Unite:! States attorney here, Mr. 
Ames, and employed his law partner to sit at the table and help secure a jury. 
This man from the department tried the case, and he was getting only $i5,000 
a year; and they gave this other man who assisted him, because he was a 
great lawyer, .$6,000 merely- to help him get a jury. Now, that kind of bus ness 
has been going on. So far as I am concerned, I want to see it stopped, and 
the sooner it is stopped the better. 

Mr. ScHLEsiNGEB. Senator, I would say that we have somewhere between 
40 and 50 cases and claims in each of which there is over a million dollars 
involved. For instance, take the Downey case. We had a second mortgage of 
$2,000,000 there; but there was a prior mortgage for $1,500,000, and it was 
necessary for us to file an answer inside of a few days after I became general 
counsel. If we had not filed it we would have lost our equity without an 
opportunity to investigate. 

In addition to that, the Dovniey corporation has a claim against us for 
$4,000,000. The Downey corporation and the receiver are represented by 
George Wickersham and White & Case, two of the biggest law firms in the 
country and two of the ablest. It was necessary for us to have an answer 
filed or to have somebody look into that case instantly and immediately. If I 
had stopped to go into that one case myself, the other thirty-five hundred cases, 
heavens knows what would have happened to them. I had to call in somebody 
immediately in whom I had complete confidence to take charge of that case. 
In a meeting that I had with the leaders of the New York bar I put up the 
situation to them. I think they felt it was their public duty to help; those 
that have accepted cases I feel accepted them as a public duty and a public 
service. For instance, Mr. Guthrie devotes one or two days a week to work 
for the Bar Association of New York. I think those men acted in a public- 
spirited way. 

Senator Curtis. Did you make any arrangement with them about any fees? 

Mr. ScHLESiNGER. I Only told them it was a Government matter, and I ex- 
pected their fees would be satisfactory to myself, and in some cases to the 
.Attorney General's otfice. We asked them to do it for nothing if they could. I 
asked that they would join in this as a patriotic public service. I believe those 
firms are looking at it in that light. 

I could not hand over a case involving an equity of $2,000,000 to some lawyer 
I did not know, who was not competent and was not fit, and I took the case to 
the best lawyers whom I know from long experience, and I believe when their 
bills are presented they will present them entirely in that light. Mr. Guthrie 
I suppose can command anywhere from $2,000 to $5,000 every day that he goes 
into court. I could not possibly put it on a per diem basis with Mr. Guthrie. 

I had some difficulty in getting these firms to take these cases. You could 
not always walk into my firm in Chicago and have them take up a large case 
for immediate attention. We are all so busy that we could not always drop 
everything and go into a new matter. That is particularly the case with the 
best law firms in New York to-day, because the financial situation is so bad 
there that they are all very busy. If I had tried to get Mr. Guthrie to fix a 
per diem limit on his time I could not possibly have done it. 

Then there was another case; there was a mechanic's lien of $5,000 on a 
property upon which we had a lien of over a million dollars. That property 
would have been sold under that mechanic's lien if that mechanic's lien was 
not paid. Nobody knew anything about it. It was at the bottom of a stack of 
papers 2 feet high. 

Then there was another very large claim of the Virginia Shipbuilding Co. 
which was on trial before an auditor. Mr. Charles Morse Is the principal 
owner of that company. I secured Fletcher Dobbins, who was the man who 
convicted Mr. John R. Walsh, the Chicago banker. To ray i)ersonal knowl- 
edge Mr. Dobbins was earning a large sum of money. I think he was earning 
about $60,000 last year in his own practice. I explained the situation to him, 
and I asked him if he would come down and try those Morse cases for me. 
After urging him for a long time, I got him to come down here at $15,000 a 
year and I put him on those Morse cases, and he is going to have entire charge 
of tiiem. 

I got Mr. Marshall Bullitt, who was Solicitor General of the United States 
under President Taft, who hnd one of the largest practices in the South, a 
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thoroughly and completely competent lawyer who was earninf? a very larjye 
sum of money. 

Senator Curtis. HLs employment will not interfere with his business? 

Mr, ScHLEsiNGEB. Mr. Bullitt, I believe, had an income of somewhere around 
$100,000, and i^rhaps more, last year. As to Mr. Bullitt, In asking him to 
come down here, I tried to get him for as little as I could, and he said, ** I 
have got to have $25,000 a year to live on," and he is now in charge of the 
United States Mail Co. cases, in Avhlch he is opposed to Mr. Delancy Nlcoll 
and Mr. Balnbridge Colby. I could not have a case like that tried by a lawyer 
getting only $5,000 or $6,000 a year. I felt very happy that he consented to 
come. 

You may be right, Senator; if I had a year's time to comb the country, it 
is. my belief that there are a great many lawyers in the country and small 
cities who have as good a knowledge of the law as many city lawyers ; but we 
could not afford, in my opinion, to experiment with men in cases involving 
millions of dollars belonging to the United States Government, where they 
have to be tried at once and immediately. 

Senator Jones of Washington. Do you expect to send, to try those cases in 
New York, some fellow from the department here, who has been acquainted 
with the matters, and have him carry on' these other cases in consultation, 
or do you expect the man over there to conduct the case? 

Mr. ScHLEsiNGEB. I am going to try to work It out as best I can in each 
individual case. 

Senator Jones of Washington. Do you expect to have a case like that men- 
tioned by Senator Curtis a year ago, where a man in the department did the 
work and the special counsel sat alongside of him and assisted him merely to 
draw the jury? 

Mr. SCHLESINGEB. I hope not. 

Senator Hale. Some of your cases you are going to turn over to Mr. Bullitt 
and some to Mr. Dobbins and some to these other gentlemen? 

Mr. SCHLESINGEB. Yes, sir. If I could get a dozen men like Bullitt and Dob- 
bins and pay them $25,000 a year each, men of their ability and caliber, I 
would not need to have these other men. 

Senator Hale. You say these other firms will charge only a nominal sum? 

Mr. SCHLESINGEB. I think they will. I think that the bar of New York have 
realized the legal mess and tangle that the Shipping Board are in, and I think 
they show a very fine and a very commendable spirit. I feel proud of the 
organization I have gotten together on such short notice ; 20 additional lawyers — 
and 10 of the old ones have been discharged. But it will require some additional 
lawyers if these cases are to be properly tried. I have tried In each case to 
get each nian as cheaply as possible and have tried to pick each out on merit. 
I have asked leading lawyers in other cities to help me out. The work, of 
course, is only temporary — until these cases and claims are disposed of. It 
ought to be wound up in not much more than a year. 

Mr. Lasker. Under this bill we must have every legal outlay approved by 
the Attorney General. W^e are perfectly satisfied with that; or to have it 
passed on by this conmilttee If we could get an opportunity to put each case 
before them. 

I should like to bring up one thing that is of the utmost Importance to this 
enterprise. If it remains unchanged — I want to measure what I say — It can 
cost you millions of dollars. No one will know it, but the Congress should 
know it. 

The Chairman. You refer to the proviso that was put in on the floor of the 
House : " Provided furtlier, That not more than three oflfieers or employees of 
the United States Shipping Board or the United States Shipping Board Emer- 
gencv Fleet Coiporatlon shall be paid an annual siilary or compensation in 
excess of $12,500? " 

Mr. Laskbb. Yes, sir. Now, I, personally, have a very small business. Com- 
pared with the business of the Shipping Board It would be so small that yon 
would have to have a spy glass to find It. But I have lots of people that I 
pay more than $12,500 a year. Any corporation with a capital of $2,000,000 
but has more than that. 

You have asked me many questions involving millions of dollars. The 
answers t() those questions, when worked out. will mean not only millions of 
dollars more or less directly, but will mean the establishment of an American 
merchant marine itself; but you ask me to get three men at $12,500 each who 
are to answer all these questions. I do not ask you to get as many as the great 
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corporations. I know corporations that pay $100,000 and $150,000 salaries. I 
am not asking for that; but I already have conunitments with about six men, 
the highest of whom is at $35,000. I may need 10 or 12. If you will take 
any corporation in America with a capital of $5,000,000 or more, and if you can 
find one such corporation which has not more than 10 men at higher salaries 
than $12,500, I will be much surprised. Here is a great Institution with over 
three and a half billions of dollars invested In It ; and that is a mere Incident 
to the greater things, the protection of our people, that the highways of the 
seas may always be open to them In trade; and this bill would limit me to 
three men with salaries over $12,500 a year. Before It was over It would cost 
the Government untold millions. If It is not competently done; and we would 
not accomplish the greater purpose. I will admit that the young man who ran 
the entire fleet before got only $9,500; but does not that answer Itself when 
I tell you that he was glad to become one of three assistants under our three 
vice presidents, and he gave me as a reason for his readiness to take that posi- 
tion that the experience under those men would be valuable experience for him. 

The Chairman. These three men you want to get $35,000 each, what would 
they do? 

Mr. Lask£b. One of the men who would get $35,000 would allocate every 
ship. He would decide who should have It. Another man decides on the traffic. 
Another man has all of the physical operations In his control. He can make a 
difference between profit and loss on the whole thing, according to whether he 
is a competent or Incompetent man. 

Then a fourth man should have charge of all the liquidation of all the assets 
we have. 

Then we have a man In the New York oflSce, a man I have just engaged to 
come In at a salary of $25,000. He Is getting $33,000 where he Is. If we do not 
go through with the contract, he will remain at $33 000 there. He would not 
agree to come but for one year. His company Is the most successful company 
operating boat.s for the Government. He operated the fleet of the Steel Corpora- 
tion for years. The Standard OH Co. pays $25,000 to the man who Is In charge 
of their small fleet. 

This Is an impossibility. I want only a few^ men, with this great enterprise 
in hand, but I want to know that some of them know something, 

I will have to cut some of these men out under this bill. There was nothing 
in the law to forbid our making these engagements with them. 

Senator Jones of New Mexico. What commitments have you now in excess of 
$12,500 salary? 

Mr. Lasker. I have one man now, Farley, that Is already in there. I have 
three vice presidents, two at $35 000 each and one at $25,000. 

I have one man with the nominal title of assistant to myself, who is a 
technical man, at $20,000. He earns several times that in his own business. 

I have one man who is going to be with us for three months at nothing. I 
have offered him $35,000 if he stays. He Is a man who has earned a great deal 
more than that ; has been vice president of the Bethlehem Shipbuilding Corpora- 
tion ; had thousjinds of men under him and never had a board of directors to 
tell him what to do, so that he must be some sizable man. I want him to try 
to get at this liquidation. He can get millions of dollars more than a poorer 
caliber man. 

Then I want this man in the New York office at $25,000. I have six commit- 
ments, for that vast enterprise. 

Then there is the claims board, which has nothing to do with me. These 
claims arose before I came in. 

Senator Jones of New Mexico. You want that board to consist of three 
members? 

Mr. Lasker. No ; five members. But one of them will not take anything, 
T am sure, and anotlier is from the Navy. We will say only four. But that is 
only a small amount — ^$12,500 apiece. 

Senator Jones of Washington. Do you think, from the scope of the business, 
that it would be a wise business proposition to limit you with reference to the 
men you want to employ? 

Mr. Lasker. I want to measure carefully what I say. It would be a crime 
against the people. 

Senator Jones of Washington. And we are only trying to save by it. 

Senator Smoot. Is this the only thing you want changed in the bill? You 
want that proviso stricken out? 

Mr. Lasker. Yes, sir. 
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Senator Smoot. About these claims, can you Hettle these claims on a bubis 
that is economical to the Government? 

Mr. Lasker. Congress is going to be in session practical ly continuously. 
As long as Congress sits, every day that a claim is settled I am going to sen<i 
it up to the Committee on Appropriations for a sjjecial appropriatic»n. Does It 
help America to bankrupt its manufactui-ers, to have them go bankrupt be^ 
cause America will not pay the money that is due them? I am not talking 
about the dishonest claims, but I am talking about tlie honest claims. But 
there is so much to fight for, Senator, that I am really worn out lighting for 
these things. Certainly everything of that kind that is done is putting a 
premium on, costing the taxpayer as much money as possible. 

Senator Jonkb of Washington. Do .vou not know that if you had the cash 
to settle claims you could settle many claims for less than their face? 

Mr. Laskkk. Abs<»lutely. 

Senator JoKks of Washington. And it is going to cost the taxpayers of the 
country 

Mr. Laskkr. It is going to cost the taxpayers great sums of money. Yes: 
and it is for the taxpayers. None of this has anything to do with the claims 
under my administration ; and the claims are to be settled by people whom 
I do not control, so that I am really only an agent in it. But what is it 
going to cost the taxpayers? Y<ni take these claims for cash. There are none 
of you t\\i\t would do this in private practice. T do not think that the country 
asks of us to do those things. 

Senator Overman. XTnder this you could not pay a claim for $500? 

Mr. Lasker. No, sir. Under this I th(»ught that I would send each day the 
claims to ('ongress as theye arrived before us, and then i)erhaps the result 
would be such — I say that not disrespectfully — frankly but not disrespectfully. 
It is what I was going to do. 

Senator Jones of New Mexico. This estimate of $125,000,000. which I see you 
made to the House comittee, was that to adjust claims? 

Mr. Lasker. $25,000,000 of that was to adjust claims. 

Senator Jones of Washington. $25,000.(K)0 of that was appropriated last 
year? 

Mr. Lasker. Yes. 

Senator Jones of Washington. So that it was really only $100,000,000 ap- 
propriated? 

Mr. Lasker. T asked for $125,000,000 because I wanted to sh()W the whole 
figure that we were going to get. 

Senator Jones of Washington. You might ne^Ml another $100,(K)0,000 in three 
months? 

Mr. Lasker. Yes ; I think we will. 

Senator Jones of New Mexico. That was only what you thought y(m would 
need up to the last of December? 

Mr. Lasker. Yes. 

The Chairman. We are very mu.'-li obliged to you, and unless there are some 
other questions somebody wants to ask, that is all. 

Senator Jonfs of Washington. I wanted to ask you about this $48,000,000, 
whether that is enough and what you expect to do with it? 

Mr. Lasker. It is not enough. 

Senator Jones of Washington. It seems to me it is up to you as the head of 
that business to state what you are going to do with that $48,000,000. 

Mr. Lasker. I will tell you why I can not make a statement on that as I 
would like. I am just dealing with figures that I got myself. Supposing yon 
give me that $100,000,000; if I use less than $100,000,000 it would be returned. 
I am certainly going to use as little as I can. 

The Chairman. You are going to do the best you can, and then come and 
ask for more? 

Mr. Lasker. Yes. 

Senator Overman. You are just doing this to i:et the $48,000,000, and then 
come back here in three months and ask for more? 

Senator Jones of New Mexico. Mr. Chairman, I noticed a while ago that in 
answer to some of the questions regarding the assets and liabilities of the 
Shipping Board, a tabulated statement was referred to here. I would like to 
inquire what that statement is. 

Mr. Montgomery. It is a general balance sheet. 

Senator Jones of New Mexico. I think, Mr. (^hairman, it would be a ?:ood 
idea to have a general balance sheet in our record. 
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Mr. Montgomery. It is in tlie House record. 

Mr. Laskeb. I want to say tliat when I asked for that $100,000,000 I asked if 
any money we recovered should be returned to the United States Treasury. 
We can get something out of that. 

Senator Jones of New Mexico. We would rather make this $125,000,000, so 
that we will know here what it is. 

Mr. Lasker. Do you not think it is wrong to let us take this money in this 
way from our recoveries and fool you and fool ourselves? 

Senator Jones of New I^Iexico. Yes. I think the proceeds should be turned 
into the Treasury to be accounted for and appropriations made for what you 
need. 

Senator Jones of Washington. You might sell ships. That was the declared 
purpose on the floor of the House in the last session, that they would compel 
the Shipping Board to get the money they needed out of the ships. 

Mr. Laskeb. And do you think that people are going to pay us a just price 
for ships we would sell under those circumstances? 

The Chairman. If that is all, the committee will stand adjourned. 

f^At 5.40 o'clock p. m. the connnittee adjoumed.) 



